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Abstract 
Strategic planning is a three step process including formulation; implementation and review and adjustment. Different 
tools for formulation step have been introduced yet. SPACE matrix which stands for Strategic Position and Action 
Evaluation is one of these tools which have gained high reliability for considering macroeconomic, microeconomic 
and financial factors in the process of determining the position of the organization. On the other hand, Accelerating 
nomic. So, determining 
The main purpose of this research is to determine and analyze strategic position of three case companies in 
petrochemical and banking industries in Iran affected by international sanctions by using SPACE matrix method. 
This research is based on quantitative research approach with a population consisting of non-governmental and 
governmental banks and petrochemical companies. For data collection, questionnaires and disclosed information on 
financial statements have been used. Important result of this research is the aggressive position of the three case 
companies despite of international sanctions on them. 
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1. Introduction 
Although strategy concept exists since emersion of human race (Henderson, 1989) but "strategic 
planning" concept entered , 2006) Since then different tools 
for each step of strategic planning including formulation, implementation and evaluation steps have been 
introduced. Globalization and complexity of businesses have challenged the formulated strategies for 
organization (Daniel, 2006); So Strategic planning has experienced a period of decline and prosperity 
(Mintzberg, 1994). One of the well-known strategists has introduced ten schools of strategies as design 
school, planning school, positioning school, entrepreneur school, cognitive school, learning school, power 
school, cultural school, environmental school, and configuration school in the format of three paradigms 
as perspective paradigm, descriptive paradigm and configuration paradigm (Mintzberg, Ahlstrand & 
Lampel, 1998). In his opinion strategy is a combination of science and art which descriptive paradigm by 
including design school, planning school and positioning school with their diverse tools like SWOT, 
Internal-External Matrix, QSPM, BCG Matrixes and so on are related to science part of strategic 
management. Perspective paradigm by including positioning school, entrepreneur school, cognitive 
school, learning school, power school, cultural school and environmental school are the art part of 
strategic management. So the perfect situation for an organization is doing both Planning strategically and 
strategic planning(Linn,2008) .Spread of quantitative tools still continues ,for example Norton and Kaplan 
in 1992 introduced balanced scored cards(Ali Ahmadi,2006). BSC is a tool designed for ensuring the 
correct implementation of strategies. In 2003 another quantitative approach in strategy named robust 
strategy was introduced (Lempert, 2010)  Robust strategy tries to maintain formulated strategies in the 
changing environment with the use of minimizing future regret function and scenario planning concepts 
(Hammerstein, 2006) This strategy combines human and computer capabilities(Lackner, 2005). 
Davenport et al. proposed a new qualitative approach named poised strategy however they mentioned the 
important role of quantitative tools in strategy formulation (Davenport, 2006).However using quantitative 
tools must not impede strategic thinking (Brunet, 1986). Considering above cases it must be mentioned 
that despite of evolution of perspective and descriptive paradigms which are accompanied by introduction 
of new quantitative and qualitative tools using the previously introduced tools and regarding them 
respectfully are still required. Applying quantitative and qualitative tools simultaneously assist 
organizations greatly in forming and creating future (Gibson, 1998).  
Iran has long been an important player in world oil markets. Iran has been a major beneficiary of recent 
developments in world oil markets. World oil prices have soared in response to (1) rapid growth in global 
demand, fed by voracious new users in China and India (2) declining oil production in the OECD; and (3) 
security concerns in important producing areas such as Iraq and Nigeria (Schott, 2006). 
Petrochemical industry which is considered as subset of oil and gas industries is a producer of raw 
materials of downstream industries  So developments of petrochemical industry even in the countries in 
which there are not hydrocarbon resources are very vital. The main reason is the investment feasibility 
and profitability in petrochemical projects. Today, tendency to invest in joint petrochemical projects in 
countries with hydrocarbon resources has increased due to cost reduction. Since 1979, US economic 
sanctions against Iran have become not only the most important tool of its foreign policy, but also an 
objective at times (Zahrani ,2008). 
Banks r
deposits, transferring risk, funding and facilitating transaction. Any constraints on bank industry could 
 ; money received by international transactions and exports 
would not be simply transferred.  
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Therefore, this research surveys the implemented strategy in the case companies in banking and 
petrochemical industries which on one hand are two effective industries and on the other hand are under 
the influence of international sanctions. 
 
2. SPACE Matrix 
 Mintzberg has introduced 5P's for strategy definition: strategy as a Plan, strategy as a Ploy, strategy as 
a Pattern, strategy as a Position strategy as a Perspective (Mintzberg, 1987). According to the definition of 
position; organizations should determine the position of themselves in their industry and market. 
SPACE and SWOT matrixes are considered two significant and applicable tools for defining the 
strategic position of organizations (Radder, 1998), (Bafandeh Zendeh, 2012). The difference between the 
two matrixes mentioned are that SWOT matrix focuses on strength and weakness(as internal factors) and 
opportunity and threats (as external factors) to recommend strategies for organizations but SPACE matrix 
focuses on financial strengths and competitive advantage (as internal factors)and environmental stability 
and industry strength(as external factors) for formulating strategies (David, 2011). Each of internal and 
external factors in the SPACE matrix has its own specific measures. Financial strength factor are 
measured by: Return on investment, leverage, liquidity, capital required, cash flow, ease of exit from 
market and risk involved in business. Competitive advantage factor are measured by: market share, 
product quality, product life cycle, customer loyalty, technological know-how and vertical integration. 
Industry Strength factor are measured by: growth capital, profit potential, financial stability, technological 
know-how, resource utilization, capital intensity, eases of entry into market. Environmental stability factor 
are measured by: technological change, rate of inflation, demand variability, barriers to entry into market, 
competitive pressure, price range of competing products (Khodadad Hosseini, 2009)   
 
 
Fig. 1. SPACE four dimensions and factors 
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Space matrix includes four positions which are: Aggressive position, conservative position, defensive 
position, conservative position. Horizontal axis in space graph shows FS (Financial Strength) and CA 
(Competitive Advantage); vertical axis shows ES (Environmental Stability) and IS (Industrial Strength) 
(Hunger, 2007)  Horizontal axis in space graph shows FS (Financial Strength) and CA (Competitive 
Advantage); vertical axis shows ES (Environmental Stability) and IS (Industrial Strength). After assessing 
the business across four dimensions mentioned above SPACE matrix can recommend four different 
strategies the company is using: Aggressive strategy, competitive strategy, conservative strategy and 
defensive strategy. 
 By definition, the CA and IS values in the SPACE matrix are plotted on the X axis. 
CA values can range from -1 to -6. 
IS values can range from +1 to +6. 
 The FS and ES dimensions of the model are plotted on the Y axis. 
ES values can be between -1 and -6. 
FS values can range from +1 to +6 
 The SPACE matrix is constructed by plotting calculated values for the competitive advantage (CA) 
and industry strength (IS) dimensions on the X axis. The Y axis is based on the environmental stability 
(ES) and financial strength (FS) dimensions. 
3. Research method 
Researches can be quantitative or qualitative (Neuman, 2010).Another classification of researches 
indicates that researches are categorized in two basic and applied researches (Danaeifard,2006). The main 
purpose of this research is to determine strategic position of three case companies in banking and 
petrochemical industries. This research is an applied research. Sample of this research includes experts of 
these two industries. To evaluate strategic position of selected companies, we used standard 
questionnaires introduced by Radder and Louw and 120 questionnaires have been distributed among 
the part of the 
questionnaires which is about financial strength ; data has been gathered from financial statement of case 
companies from Tehran Stock Exchange (TSE) website. 
4. Data analysis 
This research is based on a quantitative research approach. For calculating SPACE dimensions scores, 60 
questionnaires for banking Industry and 60 questionnaires for petrochemical industry scaled  0 to 6 were 
distributed. Each factor within each strategic dimension is rated using appropriate rating scale. Then 
averages are calculated. Adding individual strategic dimension; averages have provided values that are 
plotted on the axis X and Y.Calculations are summarized in the following tables. 
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Table 1. Total dimension score for Petrochemical and Banking case companies 
Industry Petrochemical 
Organization K 
                 Banking 
Bank M       
 
Bank S 
Financial strength(FS) 2.71 1.95 2.15 
Environmental Stability(ES) -1.38 -1.51 -1.51 
Industry Strength(IS) 5.17 5.36 5.36 
Competitive Advantage(CA) -.088 -1 -0.87 
 
Petrochemical Industry:  
Organization K 
FS = 2.71   ES = -1.38      then, FS-ES axis = 2.71 - 1.38 = 1.33                                            (1)                           
     IS = 5.17   CA = -0.88      then, IS-CA axis = 5.17 - 0.88 = 4.29                                                      (2) 
 
 
 
Fig. 2. SPACE dimension Scores for Petrochemical organization 
Banking Industry:  
Bank M 
FS = 1.95   ES = -1.51      then, FS-ES axis = 1.95 - 1.51 = 0.44                                            (3) 
IS = 5.36   CA = -1.00      then, IS-CA axis = 5.36 - 1.00 = 4.36                                            (4) 
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Fig. 3. SPACE dimension Scores for Bank M (Left fig.) and Bank S (right fig.) 
 
 
Bank S 
FS = 2.15   ES = -1.51      then, FS-ES axis =2.15 - 1.51 = 0.64                                            (5) 
IS = 5.36   CA = -0.87      then, IS-CA axis = 5.36 - 0.87 = 4.49                                           (6) 
 
 
5. Conclusion and recommendations 
In this research, SPACE matrix which is an important and applicable tool for strategy formulation has 
been used for determining strategic position of case companies in two strategic industries in Iran which 
are banking and petrochemical industries. Since international sanction against Iran directly and 
significantly affects these two industries, SPACE matrix has been computed for two banks that are 
influenced by  sanctions and also listed in TSE .Results shows that strategic position of case company in 
petrochemical industry (Organization K) as well as Bank M and Bank S is located on aggressive area of 
SPACE matrix. despite of international sanction, the main reason that led to all 3 case companies locating 
in aggressive posture is the IS for both industries in Iran have been ranked high scores. There are 8 factors 
in IS dimension and 2 factors 
high in both banking and petrochemical industries. Score of FS dimension for non-governmental bank 
(2.15) is more than governmental bank (1.95); it means bank S has better financial performance than bank 
M. Since best position in SPACE matrix is the aggressive position, companies can do the followings by 
relying on their abilities and strength: 
 Exploitation of external opportunities  
 Decreasing of internal weaknesses 
 Avoidance of external threats 
So organizations in aggressive posture should use the following strategies: 
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Penetration strategy, product development strategy, Backward and Forward vertical Integration 
strategy, Horizontal Integration strategy, Concentric (Related) diversification strategy or a combination of 
some of these strategies. 
However, all 3 case companies are located in aggressive area, but position of both Bank M and Bank S 
are not sustainable and they are very close to competitive area. So, both Banks should consider financial 
factors in FS dimension especially liquidity. 
International sanctions have short term and long term effects on these two industries: 
In Short term : substitution ability of sanctioned products with other products in exporting besides the 
increasing rate of exchange rate due to hyperinflation have caused petrochemical case company K not to 
suffer much from international sanctions. 
In long term: calculating FS data based on financial statements during last five years and also new 
severe sanction against Iran in 2012 would have future consequences which make it necessary to survey 
the long term effect of sanction in future researches.  
International sanctions are important factor that affects financial strength (FS) for both petrochemical 
and banking industries in Iran, if they reduce, consequently business risk would decrease which would 
lead to FS increase and strategic position of both industries would be in sustainable aggressive area. 
In this research, The SPACE matrix is used to find a strategy position for case companies in two major 
industries in Iran. So, it would be good idea for future research to focus on aggressive strategies for each 
case and prioritize them to find the best strategies by applying the Quantitative Strategic Planning Matrix 
(QSPM) model. 
Also the questionnaires of this research were based on crisp scales. Another recommendation is to 
apply fuzzy continuum in future research.   
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 SPACE Matrix questionnaire 
Competitive Advantage(CA) 
1 Market share small 0 1 2 3 4 5 6 large 
2 product quality inferior 0 1 2 3 4 5 6 superior 
3 product life cycle Late 0 1 2 3 4 5 6 Early 
4 Customer Loyalty Low 0 1 2 3 4 5 6 High 
5 Technological Know-How Low 0 1 2 3 4 5 6 High 
6 Vertical Integration Low 0 1 2 3 4 5 6 High 
Financial Strength(FS) 
1 Return on investment Low 0 1 2 3 4 5 6 High 
2 Leverage Imbalance 0 1 2 3 4 5 6 Balanced 
3 Liquidity Imbalance 0 1 2 3 4 5 6 Balanced 
4 Capital available High 0 1 2 3 4 5 6 Low 
5 Cash flow Low 0 1 2 3 4 5 6 High 
6 Ease of exit from market Difficult 0 1 2 3 4 5 6 Easy 
7 Risk involved in business Much 0 1 2 3 4 5 6 Little 
Industry Strength(IS) 
1 Growth potential Low 0 1 2 3 4 5 6 High 
2 Profit potential Low 0 1 2 3 4 5 6 High 
3 Financial stability Low 0 1 2 3 4 5 6 High 
4 Technological Know-How Simple 0 1 2 3 4 5 6 Complex 
5 Resource utilization Inefficient 0 1 2 3 4 5 6 Efficient 
6 Capital intensity High 0 1 2 3 4 5 6 Low 
7 Ease of entry into market Easy 0 1 2 3 4 5 6 Difficult 
8 Productivity/Capacity utilization Low 0 1 2 3 4 5 6 High 
Environmental Stability(ES) 
1 Technological change Many 0 1 2 3 4 5 6 Few 
2 Rate of inflation High 0 1 2 3 4 5 6 Low 
3 Demand variability Large 0 1 2 3 4 5 6 Small 
4 Barriers to entry to the market Few 0 1 2 3 4 5 6 Many 
5 Competitive pressure High 0 1 2 3 4 5 6 Low 
6 Price range of competing products Wide 0 1 2 3 4 5 6 Narrow 
7 Price elasticity of demand Elastic 0 1 2 3 4 5 6 Inelastic 
 
 
